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To the Stockholders of 

CROWLEY, MILNER AND COMPANY 


On behalf of your Board of Directors, I submit herewith the balance 
sheet, surplus, and profit and loss accounts as approved by your company’s 
auditors, Ernst & Ernst, for the fiscal year ended January 31,1940. 

Working capital as of that date was $2,880,053.51. The ratio of current 
assets to current liabilities, including merchandise in transit, and the 
$35,000.00 provision for possible additional federal income tax on prior 
years’ profits relative to which we are now conferring with the government, 
and which in prior years was classified as a reserve, is 3.93 to 1. Your com¬ 
pany is, therefore, well within the requirements of the Trust Indenture 
securing the bond issue, which stipulates that the ratio of current assets to 
current liabilities shall not be less than 2% to 1, and that working capital 
shall not be reduced below $1,810,500.00. 

Your present management is pleased to report a profit of $18,675.25 be¬ 
fore depreciation and amortization, as compared to a loss on the same basis 
of $257,472.90 for the fifty-two week period ended January 6, 1939. The net 
loss for the fiscal year after depreciation and amortization amounted to 
$232,846.89 as compared to a loss of $566,245.83 for the fifty-two week 
period ended January 6,1939. This improvement was accomplished by the 
reduction of operating expense and an increase in the percentage of gross 
margin. 

Interest amounting to $74,061.11 on the debenture issue has been paid in 
full, and $219,500.00 face value of debentures were acquired and placed in 
our treasury in anticipation of future sinking fund requirements. Your 
Board of Directors, while recognizing the financial soundness of your com¬ 
pany, deemed it to your best interests not to declare any dividend until 
earned. During the past year a portion of the interior of the store has been 
remodeled and additional improvements are planned for the ensuing year. 
We are convinced that these improvements were responsible to some extent 
for the increase in the average unit sale enjoyed during the past year. 

The management has been pursuing the policy of carrying more com¬ 
plete stocks of staple merchandise, but has, nevertheless, been able to 
reduce the total investment in inventory. With the improved appearance 
of your store, better balanced stocks and lower expense structure, your 
company is in a position to take advantage of better business conditions. 

Yours very truly, 



President 


March 22,1940. 









Consolidated 

CROWLEY, MILNER AND C 

January 


ASSETS 


CURRENT ASSETS 

Cash on hand and on deposit... 

Accounts receivable: 

Deferred payment accounts (including install¬ 
ments of approximately $60,000.00 due after 
one year). 

Charge accounts. 

Debit balances against vendors. 

Less reserve. 


$ 385,034.53 

( 

$1,649,867.94 

639,853.62 

28,816.91 

$2,318,538.47 

200,000.00 2,118,538.47 


Inventory on hand and in transit—at the lower of 
lower of cost or market as determined by the 

retail inventory method. 1,360,370.40 $3,863,943.40 


INVESTMENTS AND OTHER ASSETS 

Miscellaneous notes and accounts, investments 
and insurance deposits, less reserve of $5,000.00.. $ 31,939.34 

Notes and accounts receivable from officers. 6,212.94 

Claims and securities arising in connection with 
closed banks, less reserve of $25,000.00. 16,915.75 

Real estate not used in operations—at cost, less 
reserves of $27,091.80 for depreciation. $ 191,324.42 

Less reserve for revaluation. 126,738.54 64,585.88 


119,653.91 


PROPERTY, EQUIPMENT AND LEASEHOLD IM¬ 
PROVEMENTS—at cost, less reserves for depre¬ 
ciation and amortization 


Land . 

Buildings on owned land. $ 200,000.00 

Buildings and improvements on leased land.... 4,342,002.88 

Furniture and fixtures and delivery equipment. 1,653,704.55 


$ 90,000.00 


$6,195,707.43 

Less reserves for depreciation and amortization 3,759,962.22 


2,435,745.21 2,525,745.21 


LEASEHOLDS AND GOOD WILL. 1.00 

DEFERRED CHARGES 

Unexpired insurance premiums, supply inventory 
and prepaid expenses. 155,092.89 


NOTE A—Semi-annual cumulative dividends due January 1, 1939. 
July 1, 1939, and January 1, 1940, on prior preference stock, amounting 
to $4.50 per share or a total of $141,075.00. have not been paid. 


$6,664,43641 






































Balance Sheet 

COMPANY AND SUBSIDIARY 

31 , 1940 


LIABILITIES 

CURRENT LIABILITIES 

Notes payable to bank. $ 200,000.00 

Accounts payable. 667,241.76 

Accrued interest on 1946 debentures. 16,658.13 

5 Y%% sinking fund debentures, due 
November 1,1937: 

Outstanding . $ 4,000.00 

Accrued interest thereon. 990.00 4,990.00 

Provision for proposed additional federal taxes on 
income of prior years—being contested. 95,000.00 ) 983,889.89 


5tt% SINKING FUND DEBENTURES—due 
May 1,1946 

Original issue, less $375,500.00 retired. $1,435,000.00 

Less: Purchased for future sinking fund 

requirements . $ 221,500.00 

Held for exchange for debentures due 

November 1, 1937 . 2,000.00 223,500.00 1,211,500.00 


RESERVE 

For improvements to leased property, required 

to be made in 1940. 15,000.00 

CAPITAL STOCK AND SURPLUS 
Capital stock: 

Prior preference stock, 6% cumulative — par 
value $50.00 per share (entitled upon liquida¬ 
tion or redemption to $60.00 per share, equal 
to $1,881,000.00 for the shares outstanding, plus 
\ unpaid cumulative dividends)—Note A: 

Authorized 36,210 shares (40 shares reserved 
for exchange for debentures due Novem¬ 
ber 1, 1937)—issued. 36,170 shares $1,808,500.00 

Less redeemed. 4,820 241,000.00 


Outstanding . 31,350 shares $1,567,500.00 

Preferred stock, 6% non-cumulative—par and 
liquidation value $100.00 per share (redeem¬ 
able, provided all prior preference stock has 
been retired, at $120.00 per share prior to 
August 7, 1944, and at par value thereafter): 

Authorized and outstanding. 4,959 shares 495,900.00 

f Common stock, no par value—stated value $5.00 

per share: 

Authorized and issued.352,250 shares $1,761,250.00 

Less in treasury. 12,817 64,085.00 


Outstanding.339,433 shares $1,697,165.00 

TOTAL CAPITAL STOCK $3,760,565.00 

Surplus (restricted in the amount of $64,085.00 
representing the stated value of 12,817 shares of 
common stock in treasury): 

Capital surplus. $ 976,328.41 

Earned surplus-deficit* — accumulated since 
February 1, 1939 . 282,846.89* 693,481.52 4,454,046.52 


$6,664.436.41 



















































CROWLEY, MILNER AND COMPANY AND SUBSIDIARY 

Fiscal year ended January 31, 1940 


CONSOLIDATED PROFIT AND LOSS STATEMENT 

Net sales (including sales of leased departments). $10,252,657.71 

Cost of merchandise sold and expenses (except depreciation and 

amortization), less deferred payment account fees.$10,204,175.80 

Provision for depreciation and for amortization of leasehold 

improvements. 299,380.85 

Provision for loss on bad accounts, less recoveries. 30,146.91 10,533,703.56 

OPERATING LOSS $ 281,045.85 

Other deductions: 

Interest on debentures.$ 74,061.11 

Other interest expense. 2,147.54 

Miscellaneous. 6,034.35 82,243.00 

$ 363,288.85 

Other income: 

Discount on 5%% sinking fund debentures purchased for 
future sinking fund requirements.$ 44,775.20 

Recoveries on claims against closed banks. 15,000.00 

Rentals and miscellaneous other income, less depreciation of 
$2,141.29 on rental properties. 20,666.76 80,441.96 

NET LOSS $ 282 846.89 


CONSOLIDATED SURPLUS ACCOUNTS 
CAPITAL SURPLUS 

Balance at February 1, 1939.$ 1,662,096.25 

Application of deficit in earned surplus as of February 1, 1939, in accord¬ 
ance with action of stockholders at annual meeting held on April 4,1939.. 685,767.84 

Balance at January 31, 1940.$ 976.328.41 


EARNED SURPLUS-DEFICIT* 

Deficit at February 1, 1939.$ 685,767.84* 

Elimination thereof by charge against capital surplus. 685,767.84 

$ IoT 

Net loss for the year. 282,846.89 

Deficit at January 31, 1940.$ 282,846.89* 




























































ERNST & ERNST 

DETROIT 


March 20, 1940 


Board of Directors, 

Crowley, Milner and Company, 

Detroit, Michigan. 

We have examined the consolidated balance sheet of 
Crowley, Milner and Company (a Michigan corporation) and its 
wholly-owned subsidiary, Crowley, Milner Building Company, 
as of January 31, 1940, and the consolidated statements of 
profit and loss and surplus for the fiscal year then ended, 
have reviewed the system of internal control and the 
accounting procedures of the companies and, without making 
a detailed audit of the transactions, have examined or tested 
accounting records of the companies and other supporting 
evidence, by methods and to the extent we deemed appropriate. 

Our examination of accounts receivable included 
tests of the balances by communication with selected debtors. 
We were present at appropriate times during the taking of 
merchandise inventories and observed the procedures followed 
by the Company in ascertaining quantities; we also reviewed 
inventory records maintained by the Company and tested the 
prices and computations, and it is our opinion that the 
amounts stated for inventories have been fairly determined 
on the basis of the lower of cost or market prices at January 
31, 1940, as determined by the retail inventory method. 

In our opinion, the accompanying balance sheet and 
related statements of profit and loss and surplus present 
fairly the consolidated position of Crowley, Milner and 
Company and its subsidiary at January 31, 1940, and the con¬ 
solidated results of their operations for the fiscal year, 
in conformity with generally accepted accounting principles 
applied on a basis consistent with that of the preceding 
year. 



Certified Public Accountants 
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